City of Alexandria, Virginia
FY 2018 Proposed Operating Budget & CIP
Budget Questions & Answers

Question #3: How much would the real estate tax rate and average tax bill increase if the ACPS
operating transfer was fully funded? How much would the tax rate and average bill increase if
the CIP was fully funded? What is the history of City funding for the ACPS Approved operating
budget and CIP?

March 6, 2017

The FY 2018 proposed budget includes a 2.7 cent increase in the real estate tax rate and a $197
increase in the average residential tax bill, of which $54 is due to assessment growth and $143 is
the result of the proposed rate increase. Fully funding the ACPS approved operating transfer
from real estate taxes would add another 0.6 cents to the rate and increase the average residential
tax bill by $32 above the proposed increase. Fully funding the ACPS portion of the City’s
unfunded supplemental CIP from real estate taxes would add another five to eight cents to the
rate and increase the average residential tax bill by $264 to $423 above the proposed increase.
Doing both would increase the tax rate by 5.6 to 8.6 cents and increase the average residential
tax bill by $296 to $454 above the proposed increase.

Average Tax Bill Increase Over Increase Over
Proposed Budget | FY 2017
Proposed Budget $5,813 $0 $197
+ 0.6 Cents for Operating $5,844 $32 $228
+ 5 to 8 Cents for Capital $6,077 t0 $6,235 | $264 to $423 $461 to $619
+5.6 to 8.6 Cents for Both $6,109 to $6,267 | $296 to $454 $493 to $651

Historically, the City has funded 98.5% to 100.1% of the ACPS approved operating transfer over
the past ten years and fully funded year one of the ACPS approved CIP in 11 of the past 15
years. More details on the cost to fully fund the ACPS approved operating budget and the ACPS
portion of the supplemental CIP and historical City funding of the ACPS operating budget and
CIP follows.

General Fund Operating Transfer: An additional 0.6 cents above the already proposed 2.7 cent
increase would be required to fully fund the ACPS operating transfer of $216.1 million, which is
$2.1 million more than the City Manager’s Proposed ACPS General Fund Operating Transfer.
The average tax bill would increase from $5,813 to $5,844, an additional $32 above the $197
planned increase in FY 2018 due to real estate assessment growth and the proposed 2.7 cent
increase for a total increase of $228 per household.

Capital Improvement Program (CIP): The ACPS School Board adopted its ten-year CIP on
December 15, 2016 which totaled $611.1 million for FY 2018 — 2027, and exceeded the School
Board’s prior CIP for FY 2017 — 2026 by $319.9 million. The City Manager’s Proposed FY
2018 — 2027 CIP includes funding over ten years for Alexandria City Public Schools (ACPS)
totaling $373.0 million, which represents a $143.2 million or 63% increase in City funding over




the prior City CIP. The City Manager also presented a $325 million unfunded supplemental CIP
which included $203 million of additional ACPS capital funding. The cost to fully fund the
ACPS portion of the supplemental CIP from real estate taxes would require a five to eight cent
rate increase depending on the mixture of cash and bonds used to fund the projects.! However,
either the 50% bond option (six cent increase) or the 75% bond option (five cent increase)
increases the City s debt very close to and at times slightly over the proposed new debt ceilings.
Therefore, a third cash-only option needs to be considered (eight cent increase). If ACPS
scheduled the $203 million capital spend over a 10-year period (instead of 7 years) then the tax
rate increase needed to support that would drop from about 8 cents to 5 cents.?

Fully funding the ACPS portion of the supplemental CIP would cost between $20 million and
$29 million per year in debt service and/ or cash capital over the next seven years, with debt
service continuing but decreasing for twenty more years following those seven years. The real
estate tax rate increase needed to fund this increase would be between five and eight cents,
increasing the average tax bill by $264 to $423 more than the proposed 2.7 cent rate increase.

Historical Funding of ACPS Operating Transfer & CIP

Operating Transfer:

Historically, over the period from FY 2008 to FY 2017, City Council has funded between 98.7%
to 100.1% of the School Board Approved General Fund Transfer. In FY 2018, the City Manager
proposes funding $214,061,472 or 99.0% of the School Board Approved General Fund Transfer
($216,149,404).

Historical Comparison of City General Fund Transfer to ACPS
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! The five cent option assumes 75% bond funding and 25% cash funding of the ACPS portion of the supplemental
CIP. Funding of from 50% bonds and 50% cash would require a six cent rate increase. Funding entirely from cash
would require an eight cent increase.

2The tax rate calculations are all approximate and rounded to the nearest cent.



CIP:

The following table provides a 15-year history of the School Board’s Approved CIP and the
ACPS funding included in each City Council Approved CIP. It is important to note that prior to
FY 2012, the City and ACPS CIPs were six-year plans, as opposed to the current 10-year plans.
As illustrated in the table, the School Board and City Council Approved CIPs differ significantly
when comparing the plans in total, however, when comparing the first year of the plans, the City
has matched the School Board’s capital request for 11 of the last 15 years. The City’s ten-year
planned dollar amount has also increased in four of the past five years.

Year 1

School Board Approved CIP

City Approved CIP

Year 1

Year 1

Delta (City MINUS School Board)

L TOTAL CIP . TOTAL CIP L TOTAL CIP
CIP Type Appropriation Appropriation Appropriation
FY 2003 - FY 2008 6 Year Plan 19,600,492 107,653,093 19,600,492 86,736,871 - (20,916,222)
FY 2004 - FY 2009 6 Year Plan 38,716,352 130,525,185 38,716,352 130,525,185 - -
FY 2005 - FY 2010 6 Year Plan 39,380,738 105,767,748 39,380,738 105,767,748 - -
FY 2006 - FY 2011 6 Year Plan 27,035,095 107,752,862 26,685,095 94,410,612 (350,000) (13,342,250)
FY 2007 - FY 2012 6 Year Plan 24,110,640 97,893,285 24,110,640 87,201,035 - (10,692,250)
FY 2008 - FY 2013 6 Year Plan 16,249,275 78,384,649 16,249,275 81,074,649 - 2,690,000
FY 2009 - FY 2014 6 Year Plan 19,879,886 65,320,205 19,879,886 65,320,904 - 699
FY 2010 - FY 2015 6 Year Plan 21,561,256 86,679,940 12,035,677 64,751,922 (9,525,579) (21,928,018)
FY 2011 - FY 2016 6 Year Plan 14,715,108 109,487,724 13,564,267 106,236,883 (1,150,841) (3,250,841)
FY2012- FY2021 10 Year Plan 30,037,516 372,607,648 21,986,475 211,053,459 (8,051,041) (161,554,189)
FY2013- FY2022 10 Year Plan 58,941,354 360,334,003 58,941,354 203,592,717 - (156,741,286)
FY2014 - FY2023 10 Year Plan 14,140,911 356,267,183 14,140,911 227,334,786 - (128,932,397)
FY2015- FY2024 10 Year Plan 17,715,817 315,173,846 17,715,817 279,050,856 - (36,122,990)
FY2016 - FY2025 10 Year Plan 38,808,279 305,917,836 38,808,279 291,383,279 - (14,534,557)
FY2017 - FY2026 10 Year Plan 44,193,550 291,176,617 44,193,550 273,988,551 - (17,188,066)
FY2018 - FY2027 10 Year Plan 89,766,372 611,121,367 - - (89,766,372) (611,121,367)

The following charts compares School Board and City Council Approved CIP funding for year
one and the life of each plan from FY 2003 and FY 2018.
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